
In our com
petitive consum

ption society, overspend-
ing and the abuse of consum

er credit, w
hich is often

too easy to obtain, have contributed to a record num
-

ber of people filing for bankruptcy and experiencing
m

any of the other consequences of serious financial
problem

s. These consequences include, being subject-
ed to collection efforts by creditors, reduced perform

-
ance at school or w

ork, students being forced to drop
out of school and being turned dow

n for school loans,
individuals being turned dow

n for a job or losing their
job or a prom

otion, paying higher insurance prem
ium

s,
fam

ilies being turned dow
n for an apartm

ent or loans
for hom

es or cars. For m
any people the stress of finan-

cial problem
s brings on depression, and in som

e cases
results in abuse problem

s and even suicide.           
Unfortunately, too m

any of our young people are
financially illiterate. They need and deserve the oppor-
tunity to hear a counter-m

essage to the constant “just
do it” and “spend, spend, spend” m

essages they see
on television, at the m

ovies, on their com
puters, and

often, in their fam
ily’s spending habits.     

As a bankruptcy judge and experienced bankruptcy
practitioners, w

e see the m
any consequences of

severe financial problem
s each and every day. N

ow
 is

the tim
e to learn about finances, how

 to m
anage your

m
oney, and how

 to “just say no” to the short-term
tem

ptations to buy and do things you don’t need or
can’t afford that often com

e w
ith the use of a credit

card. N
ow

 is the tim
e to learn the lessons that w

ill
hopefully stay w

ith you throughout your life.  W
hat you

learn now
 m

ay prevent you from
 being a victim

 of easy
credit and living beyond your m

eans, and help you to
live a “debt-free” life.  W

e do not w
ant to see you in the

Bankruptcy Court in years to com
e.   

H
onorable John J. H

argrove Chief Judge, U.S. Bankruptcy Court
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Just Call...
JU

D
G
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G
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O
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Q
U
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N

S...
Q:H

ow
 can I learn m

ore about m
anaging

finances?

A:Talk w
ith your teachers and parents, and you

m
ay w

ish to checkout creditcardnation.com
m

aintained by D
r. Robert D

. M
anning, and the

credit inform
ation links and nextSTEP

M
agazine articles on the C.A.R.E. w

eb site,
w

w
w.careprogram

.us.

Q:W
hat if I am

 already in trouble, is there any-
thing I can do to fix m

y problem
 now

?

A:Yes, log onto w
w

w.casb.uscourts.gov
/htm

l/care/index.htm
 or contact the San

D
iego County Bar Association’s Law

yer
Referral &

 Inform
ation Service for an attorney

referral.

Q:H
ow

 do w
e find out m

ore about this program
and to arrange for a speaker —

 w
ho do w

e
call?

A:Contact the U.S. Bankruptcy Court at 
Karen_N

ickerson@
casb.uscourts.gov 

or log onto our w
ebsite at

w
w

w.casb.uscourts.gov/htm
l/care/index.htm
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You don’t need to be like so m
any others.  You

don’t need to be an over-spender or credit abuser
even though the tem

ptation is there. N
ot every one

gives into the tem
ptation and takes drugs, drinks too

m
uch, gam

bles too m
uch or sm

okes. Say “no” to liv-
ing beyond your m

eans. Be in control of your
finances. Be different. Be sm

art. Accum
ulate w

ealth.   

R
ealization
The Real Cost of Credit —

 in contrast to living
w

ithin your m
eans, say you ow

e a departm
ent store

$1,000 on a credit card. The annual percentage rate
is 21%

, and you m
ake the m

inim
um

 paym
ent but

m
ake no additional paym

ents. W
hen w

ill this bal-
ance be paid off even if you m

ake no additional
charges? D

epending upon w
hich of the three m

eth-
ods the seller decides to use to calculate the finance
charges, the earliest the balance w

ill be paid off is 7
1/2 years and the least am

ount you w
ill have paid

w
ill be $2,000. W

ill you still rem
em

ber w
hat you

bought and w
ill you still be using it 7 or 8 years

later? Know
 w

hat credit is really costing you —
 18%

—
 20%

 —
 24%

. That’s m
oney you don’t have to do or

buy som
ething else. W

hy are you paying $120 for
that $80 pair of sneakers? Every dollar spent on
credit is a m

ortgage on future spending.            

In 2001, the average household credit card bal-
ance w

as $7,000. Today in 2004, it is over $10,000.
At 20%

 interest the annual finance charge alone is
$1,400, and you haven’t paid a penny back yet. If
you had an extra $116 of disposable incom

e a
m

onth, w
hy w

ould you have had to borrow
 $7,000?

If your household lived consum
er debt free and w

ith-
in its m

eans from
 age 25 to age 65, you w

ould not
have paid $56,000 in interest. If you invested that
$116 per m

onth in a retirem
ent account at a 5%

return, you could have over $180,000, at a 7%
return, over $300,000.        
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D
ebt Prevention

11..
Always have a budget developed w

ith an understanding of your
needs vs. wants, and live w

ithin it.  If you need a w
inter coat,

m
ust it be an Arm

ani? Today’s advertising m
akes it too easy to

convince yourself that a want is really a need.

22..
If you can eat it or drink it, or it costs less than $10, don’t
charge it.

33..
Use a debit card, a check or cash w

henever possible and don’t
have m

ore than one credit card.  One is all you need for con-
venience and em

ergencies. It w
ill m

ake it easy for you to track
your spending habits and know

 your total consum
er debt if you

do fall into debt.

44..
You don't need store charge cards. You w

ill spend less in a
store if you use cash, a check, a debit card or your one credit
card. 

55..
For your one credit card —

 shop around and get the best deal,
and read all of the term

s very carefully.  You can really get
burned on the m

any fees that issuers charge. Be aware of
them

 so you don’t end up paying them
.

G
etting O

ut of D
ebt

11..
If you are not paying off the balance on your one credit card
every m

onth, analyze w
hy —

 are you buying things you don’t
need? W

hat happened to your budget? 

22..
Add up the total outstanding balance on all of your credit
cards and store charges at the end of every m

onth to see how
m

uch you actually owe —
 you m

ight be surprised. Is that bal-
ance increasing? Then it’s tim

e to get rid of the extra cards.

33..
Always have a plan to repay any consum

er debt you incur.
N

ever m
ake just a m

inim
um

 paym
ent. Don’t use credit to get

through hard tim
es w

ithout first cutting expenses and then
realistically plan for how

 you w
ill pay the debt back.

44..
Stop w

hen you cannot pay your bills every m
onth w

ithout tak-
ing a loan from

 a credit card or line of credit. You are in serious
trouble.

55..
If you don’t carefully budget your m

onthly credit card use and
keep to it, on the 15th of the m

onth call the 800 num
ber on

your credit card to see how
 m

uch you have charged.  You
m

ight be surprised.
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W
hen You Are at College…

G
o to school w

ith a realistic budget and live w
ithin it.

For the first m
onth, be careful about w

hat you buy
and do. Track your spending so you can see if your
budget is w

orking.

H
ave savings for an em

ergency.

You don’t need to have a credit card to have a good
credit rating.

On and near cam
pus, fellow

 students w
ill solicit you

to sign up for m
ore credit cards and they w

ill offer you
attractive gifts and deals. Refuse them

, they are
doing them

selves a favor, not you!

Rem
em

ber —
 som

e college students have had to
drop out of school and even com

m
itted suicide w

hen
faced w

ith the reality of their overspending and
abuse of easy   credit.

Students say they got into debt trying to live the
lifestyle they had at hom

e or trying to keep up w
ith

their w
ealthier classm

ates. D
on’t be one of them

.

If you have abused credit, overspent and had finan-
cial problem

s —
 it m

ay affect your ability to get a grad-
uate school loan, a job, especially a position w

here
you have   to deal w

ith m
oney or financial m

atters, an
apartm

ent or a car loan.

W
hen you graduate, you m

ay not get that “big job”
you hoped for that w

ill allow
 you to pay off the credit

card debt you m
ay have incurred.
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